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CHAPTER |

| NTRODUCT| ON

A. GENERAL

1. This Manual is a reference

manual on how to devel op each of
the summary level stratification
matri ces. The objective is to

provide the standard specifi-
cations for the mandatory
Secondary Item Stratifications to
ensure conparable results anong
all DoD Conponents. At the tine
of publication of this Mnual, it
s recogni zed that nuch of the
detail data is not available from
the current requirenents and

i nventory systens in use by the
Components . As the detail

becones available wth the

devel opnment and i npl enentation of

standard systens, it wll be
i ncunbent upon the Conponents to
i nclude that |evel of detail in

the required summary matri ces.
Until that tinme, the matrices
must at a mninmum contain entries
on the total lines for each of
the | evels and other requirenents
(i.e., Safety Level, Adm nis-
trative Lead Tine, etc.) at the
whol esal e [ evel of supply. The
departnent is transitioning from
a requirenments conputation system
based on supply effectiveness
goals to one based on weapon
system availability, also known
as readi ness—based sparing (RBS) .
Since the latter -approach IS

still under devel opnent, it
cannot be fully inplenented.
However, stock |evels established

by RBS nodel s shall cover demand-
rel ated pipeline and safety-1|evel
requirements . Unl ess otherw se
noted, those levels are to be
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included in the matrices on the

| i nes commonly used for recurring
requi renments. The conponents
will include a paragraph in the
narrative subm ssion advising
what percentage of itens and
dol I ar val ue of requirenents was
conputed by an alternate require-
ments determ nation nethod. In
addition, a brief description of
t he net hodol ogy will be included.

2. This chapter discusses the
purpose of the matrices and the
process of stratifying assets
agai nst requirenents in a
prescribed priority and/or tine
sequence. It identifies each of
the required matrices, their
cutof f dates, and requirenents
for subm ssion of the resulting
data to the Ofice of the
Secretary of Defense (0SD) . Thi s
chapter also describes each of
the different requirenents
el ements and types of assets
included in the stratification
process.

3. Chapters 2 through 6 set
forth the detailed specifications
for the basic stratification
matrices, their subsets and
NONMANDATORY printout formats for
each. Chapter 7 provides a
met hod for transitioning the
stratification data to the
budget

B. PURPOSE
1. The stratification

processes will uniformy display
the materiel requirenents and



associ ated asset status of

| ndi vi dual seéondary itens and
generate sunmaries of essenti al

I nf ormati on. The stratification
matrices wll be based on data
and factors used in the daily
managenent of the individual

items . The matrices will provide
t he foundation for devel oping
secondary item procurenent and
repair budgets, determning the
readi ness status, and relating
assets to the Approved

Acqui sition Cbjective.

2. The stratification reports
generated by the Central
Secondary Item Stratification
(CSIS) and Local Secondary |tem
Stratification (LSIS) processes
are val uabl e sources of
i nformation on the current
proj ected status of supply;
however, they are not nmnanagenent
reports. For managenent uses,
the stratification data should be
anal yzed and the results
sel ectively presented in nore
suitable forns (e.g., graphs and
tables) . The anal yses shoul d
i dentify and highlight areas of
managenent interest and areas
needi ng attention, such as
current and potential future
asset i nbal ances (both asset
shortages and overages) , trends
in requirements and assets,
changes in leadtimes, readi ness
status including war reserves,
and progress toward the
attai nment of specific managenent
goal s.

and

C. THE PROCESS

1. Stated sinply, the
stratification process is the
application of assets, by type,
for an individual item against
the requirements for the sane
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itemin a prescribed priority and
time sequence. The basic supply
data pertaining to requirenents
and assets may be accunulated in
any appropriate manner at the
Conponent’s option; however, for
stratification purposes, the data
must be applied, arrayed, and
submtted in accordance with the
specifications contained in this
Manual . The matrices described
in this manual are summaries of

i ndi vi dual national stock nunber
(NSN) dat a. Unl ess specified
otherwi se, the sumuary data has
been derived by the addition of

|i ke data from all applicable
NSNS versus a cal culation on the
sunmary dat a.

2. The types of assets (e.g.,

retail, wholesal e serviceable,
unservi ceabl e i nducted and/or not
I nducted, on contract, on
purchase request) wll be
sequenced from the nost readily
avai l able for issue to the |east
readily available. The

requi renents (e.g., retail, war
reserves, demands, safety |evel,
repair cycle, leadtimes, and
order quantities) wll be

sequenced from the nost urgent to
t he | east urgent. The nost
readily avail able type of asset
(retail) wll be applied against
the requirenents in priority
sequence. |f the nost readily
avai |l abl e assets are insufficient
to satisfy the total requirenent,
the next nost readily avail able
assets wll be applied, and so
forth, until the requirenents are
satisfied or the assets are

depl et ed. |f the total assets
exceed the requirenents, the
quantity of each type of asset
beyond the requirenents wll be
di spl ayed. | f the requirenents
exceed the assets, the deficit of



each type of requirenent will be
displayed. The asset and

requi renment status of each item
Wil |l be determ ned individually,
on a quantitative basis, and
converted to dollars to permt
various |evels of sunmmarization.

3. Al secondary item assets,
regardl ess of how they are
funded, shall be stratified in
accordance with this Mnual
except for the follow ng:

a. Assets already sold and
| ssued fromthe | owest | evel of

supply .

b. Assets owned by
mai nt enance activities.

c. Property acquired for

civil function purposes.

d. Defense Nucl ear Agency
assets .

e. National Security

Agency assets.

f. Excess and surplus
equi pnent at the Defense
Reutilization and Marketing
O fice (DRMO .

g. DoD-owned foreign
excess equi pnent.

h. Materiel in storage
facilities of the reporting DoD

Conponent owned by ot her DoD
Conponents or other Federal
Agenci es.

i. ltenms installed or

i ncorporated in a higher
assenbl y.
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4, The stratification process
wll begin with the actual assets
(on hand and on order) and the
requi renents (demand forecast,
| evels, and lead tines) as of the
cut—off date (close of business
of the |ast day of the quarter)
This will reflect 3, 6, or 9
nmont hs of actual experience for
the current year in the Decenber,
March, or June stratification,
respectively. The Septenber
stratification cutoff wll
reflect the past fiscal year
actual experience. The process
will continue with the projection
of the asset and requirenent
status at the end of the current
(cy) , apportionment (AY) , and
budget (BY) fiscal years (F¥s).
In the event biennial budgets are
requi red, a budget year plus one
(By+1) FY will be added to the
stratification. Those
projections wll be conputed
using the closing position and
the sinmulation of subsequent
| ssue, return, induction,
delivery, award, and conm t nent
transacti ons based on the |ead
time factors in the files. Tabl e
1-1 di splays the number of nonths
of actual and simulation required
for each stratification.

D. STRATIFICATION PRCDUCT
| NFORVATI ON

1. Matrices

a. The stratification
process will produce a series of
summary matrices, each designed
to neet particular objectives.
These matrices wll be processed
at standard and at | atest
acqui sition price unless
ot herwi se specified. The summary



data submtted to OSD wll be

fromthe following matri ces:

(1) | - Procurenent
Program Matrix | displays the
dol l ar value of materiel that the
reporting DoD conponent requires
to be either on hand or on order
to sustain operations and the
degree to which assets are
avai l able to neet those
requi renents

(2) Il - Repair
Program Matrix |1 displays the
doll ar value at standard and
repair price of requirenents,
assets, and any deficits for
reparabl e secondary itens.

(3) Il - Readiness
Status . Matrix Ill is a snapshot
of the dollar value of the supply
system s capability to satisfy
| ogi stic requirenents as of a
point in tinme by neasuring asset
avai lability against the
requi renents el enent.

(4) 1V - Approved
Acqui sition Objective &
Ret ent i on. Matrix |V provides
the dollar value of assets by the
pur pose for which held (i.e.,
approved acquisition objective,
aut hori zed retention, or

potential DoD reutilization
and/ or di sposal)

(5 V - Retail
Readi ness, Requi sitioning
Obj ective, and Retention. Mat ri x
V displays retail (supply systens
or supply organi zations, not the

end user) |evel requirenents,
assets and overages and/or
deficits.

b. To provide further
insights into the status of
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i nventory managenent and to
assist in policy evaluation, the
stratification can resummari ze
specific subcategories of itens
separately (e.g. , itens subject
t o weapon systens nmanagenent,
itenms in a “buy” position, and

| own- demand essential itens)

2. Specifications

a. The specifications for
each stratification matrix are
presented in the subsequent
chapters and define the
categories of itens to be

i ncl uded, the asset groupings,
and the requirenent elenents to
be displayed. The stub of the

matrix (the vertical listing in
the | eftnost col um) nanes each
line-itementry. Those entries
i nclude the gross assets and
deductions for those excluded
foll owed by the requirenents

el ements in descending priority
sequence. The header of the
matrix (the horizontal listing of
t he col unmm heads) nanes the
columar entries. Those entries
i nclude requirenents information

and asset groupings (based on the
i mmedi acy of their availability
for issue) in descending priority

sequence fromleft to right

(i.e., the nost imediately
avai l able for i1ssue - serviceable
on- hand assets - 1s at the |eft
and the least imediately
avai l able - on-order commtnents
- at the right) .

b. The assets nust be
applied to requirenents by
individual itemin the prescribed
sequence and then sunmari zed.
Subsequently, the results may be
rearranged to facilitate
anal yses.
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3. Validation of Stratifi-
cation,Data. To ensure that the

data contained in the stratifi-
cati on summaries IS as current as
possi bl e, each Conponent nust
establish internal procedures and
controls that require the
establ i shnent of reasonable
paraneters and priorities for the
identification of stratification
line itens for review The
Conponent procedures nust ensure
t hat necessary corrections
identified during the strati-
fication review process are nade
to the master file data.

4. Summary Level Data. OoSD
requires only summary stratifi-
cations at cutoff, not individual
itemstratifications. Table 1-1
sets forth the summary stratifi-
cation that are required on a
sem - annual basis (March and
Sept enber) | n addition, the
entire set of matrices nust be
generated for each Inventory
Control Point (ICP) nmanagi ng
assets for a project.

Table 1-1
Summary of Matrices Required by
osD

By budget project|{!| | Il | 111 Iv|V
and by | CP

Tot al Procurenent

Weapon Systeni

Buy ltens

X[ XXX
1
1
1
1

Low Denmand
Essent i al

Total Repair X - -]

Retail Only° — | |- | X

a. These summaries nust be produced and
mai ntained but will only be submtted
upon request of OSD. abusp(MpM) must be

informed by the the Conmponent when it is

unabl e to produce any of the subsets.
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b. Until such time as the requisition
and Defense Logistics Agency (pLa)
supply systens can record individual
demand to specific weapon systems, this
stratification is optional for DLA

C. Retail assets for which the | CP has
visibility and that are included in

whol esal e requirenents determ nation
will be included in Tables | and Il

all other retail assets wll be reported
in Table V only.

5, Cutoff Dates. Table 1-2
di spl ays the cutoff date, title,
and nunber of nonths of
simulation for the CSIS. The
first stratification of the
fiscal year is the Septenber
stratification (October 1 —
Septenber 30). Only the
Sept enber and March stratifi-
cations are mandatory. The
cutoff dates for the LSIS are the
sane but no sinulations are
required. Wen it is feasible,
Conponents are encouraged to
sinmul ate for |onger periods for
use in preparing Program
(bj ecti ve Menorandum (POM)
subm ssions and nmay run optional
conput ations as required.

Table 1-2
Cutof f Dates and Mont hs of
Si nul ati on

Stratification | Subm ssion| Mos
Asset at Due to of
cut of f OosD Actual | CY | AY | BY

Sept enber 30 | January 15 | 12 0 12 |12

December 31 | N/A 3 9 12 12

March 31 July 15 6 6 12 | 12

June 30 N A 9 3 12 12




6. Submission Of Stratifi-
cation Data. s OSD no | onger
requi res the subm ssion of hard
copy stratification reports.
Wth the exception of non-
automated activities (reporting
under Matrix V), all data are to
be submtted in a nedia suitable
for direct conputer input.
Required data elenents are
limted to subm ssion identi-
fication, dollar val ues, counts,
days, and percentages contai ned
in the matrix cells/subcells.
Dat a el enent nanes and in-the-
clear titles as they appear in
the optional printed formats in
this manual are not submtted.
Any required narratives and/or
expl anations are submtted in
hard copy. Conponents w | |
| npl enment the foll ow ng
procedures for stratification
data subm ssi ons:

a. Data and/or narrative
subm ssions shall be addressed to
the O fice of the Assistant
Deputy Under Secretary of Defense
(ADUSD) Materiel and D stribution
Managenent Policy, 3500 Defense
Pent agon, Washington, D.C.
20301-3500. A copy wll be
furnished to the Director for
Revol vi ng Funds, 11 Defense
Pent agon, WaAshi ngton, DC 20301-
1100.

b. Data and/or narratives
shall be submtted to arrive at
OSD by July 15 for the March cut-
of f and by January 15 for the
Sept enber cut-off. Each
Conponent nust establish its cut-
off date consistent with its
i nternal review capabilities.
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7. Dol l ar-Wighted Averages.
For individual itens, recurring
requi renent elenents are
expressed in terns of days.
repair cycle, order and/or
time, and operating |evel
determ ne the length of the
retail pipeline. Repair cycle
time (RCT), repair lead tine
(RLT), i nduction cycle tine,
adm ni strative |lead tine (ALT) ,
production lead tine (PLT), and
econom c order quantity (EOQ)
determ ne the length of the
whol esal e repair and procurenent
pi pel i nes. For individual itens,
these tinmes along with safety
| evel s are expressed in terns of

The
ship

days. For summary stratifi-
cations, the individual item
pi pel i ne days nust be dollar-

wei ghted to provide a neani ngful
average lead tinme or safety

| evel The dol | ar-wei ght ed
average lead tinme is conputed as
follows:

a. For each item
cal cul ate the value of 1 day of
| ead tinme by dividing the dollar
value of the lead tinme by the
nunber of days.

b. Calculate the total
value of the lead tinme for all
items in the summary.

c. Calculate the total
value of 1 day of lead tine for”
all itens in the summary.

d. Dvide the value of the
lead tinmes for all itens (b) by
the value of 1 day of lead tine
for all items (c) to obtain the
dol |l ar-wei ghted | ead tine days.
Exanpl e:



Dol | ar - Wi ght ed Conput ati on of
pdministrative Lead Tine

ALT ALT $ Val ue of
NSN  DAYS VALUE 1 one da:
ALT

1 30 2, 800 93. 33

2 240 180, 000 750. 00

3 180 1, 250,000 6, 944. 44

Tot al 1,432,800 7,787.77
Dol | ar-wei ghted ALT =

$1, 432,800/ 7,787 or 183.891 days,
rounded to the nearest whol e
nunber, 184 days.

E. REQU REMENTS

The total requirenents for
| tem may consi st of several
types, each conputed in a
di fferent manner and for
di fferent purposes. The
stratification matrices prescribe
separate entries for each of
t hose types of requirenents. The
maj or categories of requirenents
are war reserves, demands,
recurring and non-recurring
requi renents, and dues out.
Secondary itens whose require-
ments are conputed based on ot her
approved requirenents deter-

m nati on nodels, such as

r eadi ness- based sparing nodel s,
wll use the levels established
to cover the demand-rel ated

pi peline and safety-I|evel

requi renents unless specified
ot herwi se on specific matrices.

an

1. War Reserves
a. War Reserve Require-
ment s. War reserve is the DoD

| nventory of m ssion-essenti al
materiel required to attain
operational objectives in the
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scenari os and ot her stockage
obj ectives approved for
programm ng in the Secretary of
Def ense Pl anni ng CGui dance.

M ssion-essential nateriel iIs
materiel that is critical to the
conbat m ssion of a unit or

weapon system and has m ni nal
civilian sector availability.
Materiel stocks will be limted
to that portion of the planning
period the unit will be in the

t heater of operation. Al war
reserves will be fully visible to
and intensively managed by the

| ntegrated materi el manager.

Only war reserve assets acquired
Wi th war reserve appropriations
may be protected by the wartine
or contingency nmateri el

al l ocation system  These
protected assets, if issued for

ot her uses, i.e. , peacetine
requi renents, humanitarian
support, etc. , may be repurchased

with the funds generated fromthe
sale of materiel and subsequently
protected. Any other war reserve
asset nust be considered as
avai l able to neet peacetine

requi renents during the stratifi-
cation process.

b. WAr_ Reserve Conputati on.
The war reserve materiel require-
ments and assets will be conputed
for war reserves in accordance
wth DoD Directive 3110 6,. the
Def ense Pl anni ng Gui dance, and
DoD 4140.1-R.  The war reserve
requi renent is conputed as of the
budget year (i.e., the FY95 war
reserve requirenent was conputed
in March, 1993; the FY94 require-
ment was conputed in March, 1992,
etc.). For stratification
pur poses, the approved war
reserve conputation applicable to




PR

each FY is used. DoD Conponent d. Establishment of

activities that have not Levels. Levels will be
processed an updated war reserve establ i shed for various segments
conputation will use the |atest of the recurring requirenents,
conputati on avail abl e and include (i.e., safety level, RCT, PLT,
a di scussion of why war reserve ALT, and EoQ}, and orders will be
materiel requirements were not pl aced to replenish those |evels
recalculated in the narrative as stocks are issued. In an
portion of the War Reserve i deal situation, all levels
| nventory Report, Report Control except the econom c order
symbol DD P&L(A) 1913. quantity would be continually
filled with assets on hand or on
2. Recurring Requirenents or der.
a. General. Subsequent e. Safety Level. The
to the initial issue to fill the safety level (SL) will reflect
pi peline, recurring requirenents the quantity of assets required
are established to provide for continued operation in the
repl eni shnent support for event of minor interruption of
operational units and other normal repl eni shnent or
programs of a recurring nature unpredi ctable fluctuation in
such as depot mai ntenance and demands. Two types of safety
repetitive assenbly prograns. | evel s are displayed in the
Limted demand itens and stratification tables - custoner
Cooperative Logistics Supply wait tinme and weapon system
Support Arrangenents (CLSSA) are operational readiness. The
consi dered recurring requirenents safety level for a specific
for stratification purposes. Nati onal Stock Nunber (NSN) wil |
be conputed one way or the other
b. Historical Demands. or by another approved nethod as
Demands are based on a history of descri bed in DoD 4140. 1-R,
prior demands, on usage rates in chapter 3 (reference (c))
conjunction with program factors Custoner wait tinme goals Will be
(e.g., flying hours, operating conputed for denmand based non-
hours, end-item densities) , depot weapon system itens. \Wapon
mai nt enance prograns, readiness system operational readiness
requi renents, and CLSSA. goal s will be based on attaining
readi ness goals for itens nmanaged
c. Limited Denand. i n accordance with the Secondary.
Limited demand requirenents will | tem Weapon Syst em Managenent
reflect itenms for which *’ (SIWSM) concept.
hi storical or anticipated demands
are insufficient to justify f. Repair Cycle Levels.
st ockage on an econom ¢ basi s, Repair cycle levels are outlined
but for which m ssion in Chapter 3 of reference (c)
essentiality requirenents justify RCT will be the quantity of
stockage. Safety levels are not reparable itens required to
aut hori zed for limted denmand sustain operations during the
itens . repair cycle that comences when

a mai ntenance repl acenent is
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initiated and ends when the
unserviceable asset Is returned
to stock in a serviceable

condi ti on. This w Il include
renoval, awaiting shipnent, in-
transit, in pre-repair Screening,
| n-process of repair, and being
returned to serviceabl e stock.

The RCT will be stratified to the
field repair cycle or the depot
repair cycle, since these are the
two nutual ly exclusive processes
by which an unserviceable itemis
returned to a ready-for issue
(RFI) condition.

(1) Field Repair Cycle.
Field repair cycle wll be
recorded as the tine fromthe
date the initial demand for the
repl acenent of an unserviceabl e
itemis entered into the supply
systemuntil either:

(a) The date the
itemis restored to serviceable
and issuable condition by an

organi zational and/or inter-
medi at e mai nt enance activity, or
(b) The date it is

determ ned to be beyond the
capability of an organizati onal
and/ or internedi ate naintenance
activity to repair.

Unservi ceabl e assets repaired at
the field level wll be processed
through the retail repair cycle.

(2) Depot Repair Cycle

(a) The depot
repair cycle tinme will include
retrograde tinme (for Conponents
wWth retrograde intransit
visibility) , batch accunul ation
and transfer-to-nmaintenance tine,
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and i n-mai ntenance (nai ntenance
turnaround) and return tine. It
relates to the interval fromthe
time an unserviceable asset is
recorded on the inventory records

of a depot nmaintenance activity
until the tine it 1s restored to
RFI conditi on. Unservi ceabl e

assets that are beyond the repair
capability of the field levels of
mai nt enance and are repaired at

t he whol esal e | evel of

mai nt enance w Il be processed

t hrough the depot repair cycle.
An unservi ceabl e asset that is
beyond economc repair is
normal | y condemmed or washed out.

(b) The depot
repair cycle |evel represents the
quantity of assets required by
t he whol esal e system to support
demands on the supply system
during the depot repair cycle
tinme. It is a “net” requirenent
of the demands | ess the on-hand
assets and due-in from
procurenent offset by potenti al
recoverabl e unserviceabl e assets
expected to be returned during

the repair cycle tine.
(c) The repair | ead
time |l evel (RLT) will be the

gross quantity of demands upon
which the Icp is allowed to base
mai nt enance requirenents beyond
the date of the l|ast induction
(repair stratification) or date
of |ast buy (procurenent
stratification) for the year.

The quantity will be based on the
total demands forecasted to occur
fromthe tinme of induction into a
depot nmi ntenance activity
(organic, 1interservice, or
contractor) until the assets have
been repaired and recorded ready-



for-issue on the ICP's records.
The induction ,cycle wll be the
nor nal planneé“interval bet ween

t he i nduction of batches of
unservi ceabl e assets into

mai nt enance. It will be based on
t he aut horized batch size and is
used in the sinulation-to-repair
process. The induction cycle is
equal to the |esser of total
demands during the batch

accumul ation time or the

unservi ceabl e, not inducted on-
hand plus antici pated

unservi ceabl e returns,

g. Adm nistrative Lead
tine (ALT) Level. ALT is
outlined in DoD 4140.1-R, chapter
3 (reference (c)). It wll begin

when an item s whol esal e asset

| evel is reduced to the reorder
point and will end on the date
the contractual instrunent is
executed. The ALT will include
the tinme periods required for

| dentification of the buy

requi renent; the review, approval
and docunentation of the purchase
request and technical data
review, and the processing and
execution of the contractual
instrument . This level is the
quantity of Due-In-Commtted
assets the Icpis allowed to
retain to support demands on the
supply system during the ALT.

h. Production Lead Tine
(PLT) Level. PLT will begin at
t he end of ALT, or when the

contractual instrunent is
executed, and will end when the
material iIs received or when the

date of confirmation of the first
significant delivery has been
received. This level is the
quantity of assets that the |ICP
is allowed to procure and retain
Due- 1 n-Contracted to support the

1
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demands on the supply system
during the PLT.

1. keonomc Order Quantity
(E0Q) Level. The EOQ or buy
frequency, wll represent the
normal planned interval between
procurenents. The duration of
the cycle may be based on the
standard WIlson EOQ fornula or
nodi fications of it. In ternms of
quantities, it is the requirenent
that represents the forecasted
demands expected to occur between
procurenent actions.

(1) At the tinme of
award, quantity discounts or
ot her econom c consi derations may
warrant the procurenent of a
| arger than normal quantity.
Only actual additives resulting
from awards nade before the
stratification cutoff wll be
reflected. Future additives wll
nei ther be anticipated nor
si nul at ed.

(2) When a buy occurs
within the stratification period,
the EOQ establishes the full
resource requirenent including
the portion that extends into the
next FY. \When no buy occurs
within the stratification period,
the EOQ protects only the assets
procured in accordance wth DoD
policy in a previous period;
therefore, the EOQ for buy in
prior periods never exceeds the
amount of the ‘net available
assets (on hand, due in, and on
order) beyond the reorder point.
The EOQ does not apply to
i nsurance, life-of-type (L-OT)
itenms, and non-CLSSA foreign
mlitary sales requirenents.

(3) The EOQ is the full
EOQ at the date of |ast buy for



those itens that had a buy during

the computation period; it iIs
that portiron of the full EOQ
remai ning at the end of the
conputation period for those
itens for which the nost recent
buy occurred in a prior period.
j. Procurenent Quantity.

The procurenment “quantity wll
represent the secondary item buys
cal cul ated by other approved
requi renents determ nation

met hods, such as readi ness based
sparing nodels, sinulated to
occur during the conmputation

peri od.

3. Non-Recurring Requirenents

a. Ceneral. Non-recurring
requirenents are divided into
five kinds: insurance, L-OT,
initial spares, planned prograns,
and foreign mlitary sales.

Unli ke recurring requirenents,
safety | evels are not conputed
for non-recurring requirenents.
Wth the exception of insurance
and planned prograns, the ALT,
PLT, EOCQ and repair cycle wll
be conmputed to determ ne when
budgeti ng and acquisition actions
must be initiated to have the

assets available for i1ssue when
requi red.

b. I nsurance. An
| nsurance itemis a stocked,
essential item for which no

failure is predicted through
nor mal usage. |f failure were to
be experienced, or a loss should

occur through accident, abnormal
equi pnent or system failure, or
ot her unexpected occurrence, |ack

woul d seriously
capability

of repl acenent
hanper the operational
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of a weapon system end item or
conponent. | nsurance itens wll
have i1 nsurance requirenents
solely; they will not have safety
| evel s or lead tinme requirenents.
Only one m nimum repl acenent unit
of an item may be stocked for

| nsurance purposes. Nornmally,
whenever an insurance itemis

I ssued, it may be replenished.

C. Life-of-Type (L-OT)
L-O-T itens wll be procured on a
one-tinme basis, when all cost-
effective and prudent
al ternatives have been exhaust ed,
for the total future issues of an
itemthat wll no | onger be
produced after production of
major end itemis conpleted.
procurenent quantity shall be
based on demand or on engi neering
estimates or nortality sufficient
to support the applicable
equi pnent until phased out. Sone
itens are classified as L-O T at
the tine they enter into the
supply system sone other itens
enter the supply system as nor nal
repl eni shnment and are sub-
sequently reclassified to L-OT.
Those latter itens are ones
normal Iy produced by a sole
source that decides not to
produce them any |onger and no
ot her source can be found. | ssue
requi renments are forecast for the
bal ance of the |life of the item
and a L-O-T buy is nade. In t he
case in which production is
termnated, the itemis on hand.
At the tinme the L-O T assets are
on hand, requirenents for the
year will be reflected in the
forecast of demands bei ng
sinmulated as L-O T denands.
remai ning assets wll be
reflected in the L-OT objective

t he
The

The



as part of the approved

acqui siti on opjective. Once the
L-O-T buy has been nade, the item
shoul d never exhibit a deficit in
the stratification.

d. Initial Spares.
Initial spares will represent the
one-tinme requirenent to initially
establish retail stockage in
support of the deploynent of new
equi pnment or to augnent retail
st ockage in support of the
depl oynent of additi onal
quantities of equipnent.
Addi tional quantities of
equi pnent may be depl oyed nore
that once to the sane bases
and/or units or to different
bases and/or units. Each
depl oynent constitutes a separate
requi renent that does not recur
for the sane group of end itens.
Initial spares requirenents may
occur concurrently with recurring
and ot her non-recurring
requirements. Initial spares are
di scussed in DoD 4140. 1-R,
chapter 1 (reference (c))

e. Planned Progranms. The
wi de variety of planned prograns
will i ncl ude noderni zation
prograns, nodification prograns,
one-tinme assenbly of sets or
kits, Governnent-furnished
materiel for end-item production
contracts, and ship overhaul
pr ogr ans. Pl anned progranms wil |
excl ude planned depot maintenance
prograns that are consi dered
recurring even though
nmoder ni zati on and nodi fication
may occur in conjunction wth
depot overhaul or repair.

Pl anned prograns may continue
over several years but would

i nvol ve the sane engineering
change to the sane end itemonly
once.
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f. Foreign Military Salles
(FM) Only those non- CLSSA FMS
for which funded requisitions
have been received are valid
requi renments for stratification.
FMS requirenents wll be
reflected only as materi el
obligations with either future or
past delivery dates. | f on-hand
assets are not sufficient, the
bal ance shoul d be placed on order
as soon as required to neet the
Required Delivery Dates. All
requi renents should have assets
on order, on hand or a deficit
reflected to offset the
requi renents

4, Due Qut. A due out wll
occur when a using activity
submts a requisition for an item
that is not inmmediately avail abl e
for issue and the requisition is
recorded as a comm tnent for
| ssuing the quantity from future
stock or purchasing it for direct
delivery. \Wen retail and
whol esal e requirenents are
reflected in the sane table, due
out to the included retail
activities should not be
reflected in the whol esal e
segnent because that would
duplicate the retail due out.
However, dues out for those
activities not included in the
table; e.g., other Mlitary
Services and FMS, shoul d be
i ncluded. All requirenents should
have assets on order, on hand or
a deficit reflected to offset the
requirements.

5. Retention. The retention
category in the stratification

will include econom c and
contingency retention. These
retention categories wll be a

stock retention objective only.



a. Econom c Retention.
Economic retention wll be the
portion of the quantity on hand
above the Approved Acquisition
bj ective that is determned to
be nore economcal to retain for
future peacetine issues instead
of replacenment of future issues
by procurenent.

b. Contingency Retention.
Contingency retention wll be the
portion of the quantity on hand
above the Approved Acquisition
bj ective for which there is no
predi ct abl e demand or
quanti fi abl e requirenents,
that will be retained for
speci fic contingenci es.

and

F. ASSETS

1. Primary Inventory Contr ol
Activity and/or Service |Item
Control Activity (PICA/SICA).
When the DoD Conponent is the
| ntegrated WMateriel Manager
and/or Primary Inventory Contr ol
Activity (IMM/PICA) for an item
all assets, except for excluded
assets, in the custody of the ICP
and recorded on the accountable
records will be reported as gross
assets in the stratification
process. \When the DoD Conponent
is the Service |Item Control
Activity (sIca) for an item
gross assets wll represent
assets that are on hand or
to the SICA and recorded on
account abl e records. The
excl uded assets (identified in
Table 1-3 below) are not

t hose
due-in
its

reflected in the stratification
reports. The net assets are
equal to the gross assets m nus

t he excluded assets.
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2. @G o0ss Assets. G oss
assets as reflected in Matrix |
Wi Il provide the basis for the
reconciliation of inventory
records and financial records.
The assets reflected in Matrix
|11, processed at the |atest
acquisition value, will provide
the basis for the secondary item
portion of the DoD inventory
report, DD-MA) 1000, required by
DoD 4140. 1-R, chapter 4
(reference (c)). Categories of
excl uded assets are described in
par agraph a bel ow.

a. Excluded Assets. Sone
assets may not be suitable for
application to requirenents
because of their condition or
availability. The excl uded
assets consist of those assigned
total and partial exenpt
condition codes, those forecast
for condemmati on, unserviceable
returns beyond the date of | ast
buy, unserviceable returns beyond
the date of |ast induction, and
assets being held by one activity
but are under the ownership of
anot her activity. Each category
of excluded assets is reported on
a separate asset line and is
deducted fromthe gross assets to
arrive at the net assets
avai l able for application to the
requirements.

(1) Exenptions - Total
and Parti al . The condition of

sonme assets may nake them exenpt
fromapplication to requirenents.
For exanple, itens assigned
Condi ti on Codes H, Condemmed, and
S, Scrap, cannot econom cally be
made suitable for issue and are
therefore totally exenpt from
application. |t ens assi gned



Condi ti on Codes such as J,
Ser vi ceabl e- Suspended, and L,
Serviceable-Litigation, are
partially exenpt because sone
portion of the gross assets nay
not becone avail able for issue.
The DoD Conponents may reduce the
gross assets with conditions
codes identified as partially
exenpt based on their historical
experi ence when |ess than 100
percent of the assets are
expected to becone available to
satisfy requirenents. The anount
of the reduction is shown on the
“Exenption” |ine.

(2)

Potenti al Condem-

ati ons

(a) Unserviceable
assets on hand and due in on |ICP
records and those forecast to be
received during the sinulation
wi |l be discounted to recognize
the potential condemmations in
the repair process. The anount
of discounted unserviceabl e
reparabl e assets wll appear
the “Condemmation” line. The
di scount rates for assets not
i nducted into a mai ntenance
activity will be based on the
depot |evel condemmati on
experi ence.

on

(b) As of any
cutoff, the inducted assets have
been in mai ntenance an average of
one-half of the repair cycle
time. During that tine, sone
assets have been condemed,;
therefore, applying the full
final condemation rate would
understate the recoverable
assets .  The appropriate discount
rate for assets that are already
i nducted into mai ntenance is
dependent on the operations of
t he specific mmi ntenance

1-14

activity. | f condemmati ons occur
early in the process and are
recorded imediately, the rate

should be low.  Conversely, if
t he condemmati ons occur late in
the process or are not recorded

i medi ately, the rate should be
hi gher.  Conponents w Il use
rates that are nost repre-
sentative of the way their

mai nt enance activities (including
contractors) operate.

(3) Beyond Date of Last

| nduction. For the sinulation
peri ods, CY, AY and BY, projected
recoverabl e unserviceable returns
are applied up to the date of the
| ast induction in the stratifi-
cations. Returns expected to be
recei ved subsequent to the | ast

i nduction are not applied to the

requirenents in that fiscal year
but are carried over to those of
the next fiscal year. The

excl uded assets are displayed on
a separate asset line in the
matri ces.

b. Condition Codes. Table
1-3 displays the Mlitary
St andard Transaction and
Reporting Procedures (MILSTRAP)
condition c-odes, their defi-
ition, and their stratification
assi gnnment, including whether
they are totally or partially
exempt. The exhibit also
i ndi cates whether the partially
exenpt and nonexenpt condition
codes are applied as serviceable
or unservi ceabl e and whet her
assets may be di scounted.

3. Projected Assets. Two types
of assets are considered in the
Stratifications - actual assets as
of the cutoff date and projected
assets generated by the sinulation
process. The CY wll begin with



\\\\\\

the assets on hand at the cl ose of

the quarter and wll sinulate the
| ssues, returns, receipts from
procurenent and repair,

| nductions, awards, and
procurenent requests. T h e
simulation will result in a

proj ected asset position at the
end of the CV. That cl osi ng asset

position then becones the opening
position for the AY. The

simul ation process wll be
repeated for each of the
subsequent fiscal years and end
wth the sinulated asset position
at the end of the BY.

Table 1-3
Asset Condition Code Assignhnent
Condition | MILSTRAP | Exemp| T/P| Apply| Apply | Discount
Code Definition | (a) (h) | Servi-| Unser-| Condem
cable vicabl¢| nation
A,Band | Serviceable NO X NO
C
E Unserviceably NO X NO
F Unserviceabls
-Reparable | NO X YES
-Consumable| YES | T
G Unservi ceabl e
-incomplete | NO X YES
HandS | Unserviceabl{
-Condemned| YES | T
-Scrap YES | T
J, Kaid | Serviceable
L -Suspended | YES | P | X NO
-Odd Lot YES P X NO
-Litigation | YES | P | X NO
M Unserviceable/
-In-work NO X YES
P Unsemwi
-Reclamationj] YES | T
Qand R | Suspended
-Qublity YES |P | X NO
-Comidition | YES [ P | X NO
a) Exenpt-not included in processes.

b}y /P - Total /Parti al

inculsion
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4, Potential Reutilization

and/ or Di sposal Materiel. Assets
above all authorized retention
| evel s that:

a. Have been identified by
an item manager for possible
di sposal but wth poteial for
reutilization wwthin the
Conponent, or

b. Have the potential for
being sent by an item manager to
the Defense Reutilization and
Mar keting Service (DRMS) for
possi ble reutilization by another
Conponent, a Federal, State or
| ocal governnment agency or sale
to the public are stratified into
the potential reutilization
cat egory.

These assets remain in this
category until they are either
reutilized by the Conponent or
transferred to DRMS.



